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INTRODUCTION 

During  August  1976,  at  the  instruction  of  the  Subcommittee  on 
Foreign  Assistance,  several  members  of  the  Subcommittee  staff 
visited  countries  in  South  Asia  to  review  the  implementation  of  U.S. 
foreign  assistance  programs.  In  the  course  of  this  undertaking,  one 
of  the  members  of  the  group,  Dr.  Rudolph  Rousseau,  examined  the 
food  grain  storage  situation  in  Bangladesh. 

Dr.  Rousseau  has  considerable  experience  n  assessing  the  prob- 
lems of  developing  countries  as  viewed  from  academic,  Executive 
Branch,  and  Congressional  perspectives.  The  report  which  he  pre- 
pared for  the  Subcommittee  on  food  grain  storage  problems  in  Bangla- 
desh, and  which  is  printed  here,  offers  some  unusually  direct  comments 
on  the  operation  of  our  food  aid  programs.  The  views  expressed  are 
not  necessarily  those  of  any  Member  of  the  Subcommittee.  Dr. 
Rousseau  has  offered  them  for  the  Subcommittee's  use  and  I  consider 
them  to  be  of  substantial  value. 

Hubert  H.  Humphrey. 
(in) 
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COMMODITY  STORAGE  CONDITIONS  IN  BANGLADESH 


Summary  and  Conclusions 

During  the  first  nine  months  of  1976,  the  United  States  has  provided 
about  250,000  tons  of  P.L.  480  wheat,  rice  and  soybean  oil  valued  at 
more  than  $50  million  to  Bangladesh.  Knowledgeable  observers  in 
Bangladesh  estimate  that  100,000  to  200,000  tons  of  total  food  supplies 
will  be  lost  to  insects,  rodents  and  mold  in  the  granaries  of  that  nation 
this  year. 

The  physical  cause  of  this  unusually  high  level  of  food  spoilage  is 
that  bumper  domestic  crops  combined  with  a  large  volume  of  im- 
ported food  are  overtaxing  the  storage  capacity  and  managerial 
capability  of  the  Government  of  Bangladesh.  Food  stored  in  inade- 
quate facilities  has  been  exposed  to  the  weather  and  pests.  The  Govern- 
ment has  not  been  able  to  maintain  the  food  storks  properly  and  has 
not  adequately  managed  their  rotation  and  distribution. 

The  physical  causes  of  these  are  not  unavoidable  acts  of  nature: 
they  are  the  direct  result  of  policies  followed  by  the  Governments  of 
Bangladesh,  the  United  States,  other  donors  and  international 
organizations.  Responsible  officials  of  the  Government  of  Bangladesh 
are  aware  that  food  is  spoiling  in  Government  warehouses.  However, 
they  estimate  losses  of  about  three  percent  of  the  approximately  one 
million  tons  in  storage  while  other  observers  estimate  losses  of  10  to 
20  percent. 

Nevertheless,  for  fiscal  and  political  reasons,  the  Government  of 
Bangladesh  has  chosen  to  maximize  the  importation  of  donated  or 
concessionally  financed  food.  Fiscally,  the  Government  has  become 
dependent  on  this  food.  In  1976  about  40  percent  of  the  national 
budget  of  Bangladesh  was  derived  from  dome-tie  sales  of  imported 
food.  Politically,  the  Government  is  well  aware  that  one  poor  crop 
or  a  natural  disaster  could  turn  a  food  surplus  into  a  food  deficit,  with 
all  the  attendant  hardship  for  the  people  and  political  dangers  for  a 
government  which  ir>es  the  ration  system  to  subsidize  the  cost  of 
food  for  the  most  politically  volatile  elements  of  the  population.  This 
fear  is  very  real  and  firmly  based  on  the  recent  history  of  the  country. 
For  those  reasons,  the  Government  of  Bangladesh  wants  to  keep  food 
reserves  at  the  highest  possible  levels  and  is  willing  to  accept  in- 
creased rates  of  spoilage.  For  the  Government  of  Bangladesh,  the 
co>ts  of  spoilage  of  donated  or  concessional  food  are  minimal  com- 
pared with  the  financial  and  political  implications  of  a  food  shortage. 

U.S.  Government  decisions  concerning  shipment  of  P.L.  480  com- 
modities to  Bangladesh  were  influenced  by  the  recenl  history  of  food 
shortages  in  that  country,  inadequate  data  concerning  crop  produc- 
tion, and,  most  significantly,  the  bureaucratic  imperatives  of  the 
system  by  which  the  decisions  wen4  made.  U.S.  officials  knew  or 
should  have  known  that  a  substantial  amount  of  food  would  spoil  in 

(l) 


Bangladesh  if  imports  of  large  quantities  of  food  from  the  United 
States  and  other  donors  continued  through  the  late  Bpring  and  early 
summer  (^(  this  year.  Yet,  the  shipments  were  not  suspended  until  late 
duly,  and  40. 000  ton-  of  rice  i-  scheduled  to  arrive  at  the  port  of 
Chittagong  in  September. 

Once  P.L.  4so  program  Levels  had  been  established,  not  even  the 
weight  of  a  bumper  crop  could  check  the  inertia  of  the  bureaucratic 
process.  A-  a  result,  thousands  of  ton-  of  food  will  spoil  in  Bangladesh 
this  year.  Further,  unless  the  decisionmaking  system  i^  modified, 
similar  losses  will  occur  in  the  future. 

CONDITIONS    IX    STORAGE    FACILITIES 

Information  about  conditions  of  food  in  the  storage  facilities  of  the 
Government  of  Bangladesh  comes  from  two  sources:  reports  of  U.S. 
field  monitors*  who  travel  throughout  the  country  inspecting  the 
condition  of  U.S. -supplied  commodities  and  from  personal  inspection 
of  storage  facilities  during  this  visit  to  Bangladesh. 

A  comparison  of  available  storage  space  with  commodities  in 
storage  provides  a  concise  indication  of  why  the  food  is  spoiling  in 
Bangladesh.  AID  estimates  that  the  Government  of  Bangladesh  has 
977,000  metric  tons  of  effective  storage  space.  The  following  table 
lists  the  volume  of  commodities  in  storage. 

Millions  of  metric  tons 

(Estimates  supplied  by  AID) 

April 1.  17 

May 1.  25 

June 1.  27 

Julv 1.  31 

August 1.  21 

September 1.  10 

This  table  shows  that  stocks  exceeded  effective  storage  space  by  as 
much  as  300,000  tons  per  month. 

The  reports  from  field  monitors  submitted  since  January  1976 
indicate  a  progressive  deterioration  of  conditions  in  Government  food 
storage  facilities.  In  the  early  months  of  the  year,  the  reports  con- 
tained indications  that  consumption  of  Government  stocks  was 
declining  and  that  supplies  were  accumulating  rapidly.  In  the  late 
spring  and  early  summer,  the  field  reports  make  more  frequent 
references  to  deteriorating  conditions  of  -tocks.  The  following  direct 
({notations  from  those  reports  provide  a  sample  of  their  flavor  and 
contents: 

sprixc 

I.  At  present  CSD  (Central  Storage  Depot)  is  not  facing 
storage  space  problem.  The  condition  of  the  godowns  (ware- 
houses) is  good  except  for  one  godown,  where  the  floor  is 
in  miserable  condition.  A  tarpaulin  is  being  used  under  the 
dunnage  to  protect  food  grains.  1  found  the  stacks  neatly 
arranged  and  the  godowns  properly  fumigated.  No  sign  of 
infestation  was  noticed.  Average  offtake  is  very  good  in  this 

♦These  field  monitors,  both  U.S.  and  local  hire,  do  a  fine  job  under  very  difficult  circum- 
stances. Their  work  is  particularly  Important  because  no  other  donor  regularly  monitors 
the  condition  of  the  food  given  to  Bangladesh.  Further,  the  information  in  their  reports 
is  made  available  to  appropriate  officials  of  the  Government  of  Bangladesh  who  may  not 
receive  the  information  from  their  own  subordinates. 


CSD  because  almost  all  the  rationing  dealers  of  [ 
district  lift  their  quota  from  this  CSD. 

II.  The  condition  of  Government  godowns  is  good  but  the 
condition  of  hired  facilities  is  miserable.  Most  of  them  have 
C.I.  (corrugated  iron)  sheet  roofs  which  have  leakage  in 
several  places  as  well  as  kutcha  floors  and  walls  made  of 
bamboo  mats.  Rat  infestation  was  noticed  in  the  godowns 
which  have  kutcha  floors.  The  food  grain  bags  are  stacked 
in  such  a  way  that  it  is  not  possible  to  get  inside  the  godowns 
or  fumigate  the  stock.  During  rainy  season,  rain  water  will 
pour  inside  the  godowns  and  there  is  likely  to  be  further 
food  grain  spoilage. 

SUMMER 

I.  The  first-in-first-out  process  is  not  being  followed  and 
consequently,  old  stocks  of  rice  are  still  at  the  back  of  the 
godowns  deteriorating  day  by  day  ...  (I  was  told  that) 
all  of  the  LSD  (Local  Storage  Depots)  were  fumigated  dur- 
ing the  last  one  to  two  months.  But  during  the  course  of  my 
visit  to  [  ]  I  found  that  out  of  the  three  godowns 
in  that  LSD,  not  a  single  one  was  fumigated  as  of  May  31, 
1976 — one  godown  was  almost  full  of  weevils,  bugs  and 
frogs. 

II.  In  addition  to  food  grains,  there  was  10,076  bags  of 
relief  materials  consisting  of  rolled  oats,  fish  powder,  sorghum 
grits  and  oil.  The  storage  condition  in  FS  type  godowns 
with  light  infestation  was  somehow  bearable,  but  in  Assam 
type  godown,  condition  was  simply  unbearable.  I  found  thou- 
sands of  cockroaches  flying  across  the  godowns  when  the  door 
was  opened.  There  were  weevils,  too.  The  food  grain  bags 
were  not  properly  stacked  and  there  was  no  center  aisles  in 
between  the  stacks.  The  Store  Keeper  was  not  feeling  com- 
fortable when  I  asked  him  about  the  condition  of  the  go- 
downs.  He  simply  mentioned  that  the  stocks  will  be  moved 
out  as  soon  as  the  dealers  are  turning  in  to  take  delivery 
with  the  rise  of  prices  of  food  grain  in  the  market. 

Personal  visits  to  storage  facilities  confirmed  the  existence  of  con- 
ditions similar  to  those  noted  in  these  reports.  Most  of  the  regular 
Government  storage  facilities  visited  were  well-built  structures  capa- 
ble of  protecting  the  food  from  both  weather  and  pests.  But  even  in 
those  facilities  light  to  heavy  insect  infestation  was  evident.  Mites 
crawled  across  bags  of  grain  and  other  insects,  dead  and  alive,  were 
found  in  samples  taken  from  some  stocks  of  wheat  and  rice.  While 
these  stocks  could  be  saved  if  prompt  and  effective  action  were  taken, 
the  infestation  indicates  that  some  qualitative  deterioration  had  oc- 
curred and  that  the  grain  could  become  unfit  for  human  consumption. 

The  condition  of  some  "temporary"  facilities  used  to  store  the 
overflow  of  grain  was  very  poor.  In  one  abandoned  factory  near 
Dacca,  40,000  bags  of  heavily  infested  World  Food  Program  commodi- 
ties were  found.  This  food  had  been  stored  for  at  least  nine  months 
and  the  bags  were  alive  with  bugs.  The  food  had  been  donated  to  the 
Ministry  of  Relief  and  was  intended  for  the  neediest  people  in  the 
country.  AID  officials  estimated  the  value  of  this  food  at  $250,000. 


The  fact  is  bha(  nobody  know-  how  much  food  has  spoiled  in  the 
public  and  private  storage  facilities  of  Bangladesh  this  year.  The  data 
needed  to  make  an  accurate  estimate  is  not  available.  However,  infor- 
mation which  i-  available  clearly  indicates  that  a  substantial  quantity 
of  food  will  he  lost.  The  hest  estimates  range  from  100,000  to  200,000 
tons.  Further,  it  is  readily  apparent  that  imports  of  food  from  all 
sources  piled  on  to])  of  domestically  procured  stocks  created  the  stor- 
age and  management  problems  which  contributed  to  the  Losses.  That 
i-  the  central  point. 

FOOD    POLICY    DECISIONS:    BANGLADESH 

A-  late  a-  .Inly  of  1976,  even  after  months  of  reports  of  food  spoilage 
and  stock  Losses,  the  Government  of  Bangladesh  continued  to  request 

additional  shipments  of  donated  or  concessionally  financed  commodi- 
ties. The  basic  reasons  for  this  request  are  relatively  clear:  wastage 

of  donated  food  costs  Bangladesh  little  or  nothing  and  wastage  of 
concessionally  financed  food  such  as  P.L.  480  represents  a  claim  on  a 
future  generation  winch  must  repay  the  long-term  loan.  Immediate 
costs  are  minimal.  However,  for  the  Government  and  people  of 
Bangladesh,  the  political  and  financial  consequences  of  a  food  short- 
age would  he  severe,  a  fact  which  the  recent  history  of  Bangladesh 
demonstrates  tragically. 

Food  policy  decisions  of  the  Government  of  Bangladesh  have  three 
basic  elements.  First,  the  food  supply  situation  can  change  dramat- 
ically and  suddenly.  One  bad  crop  or  a  natural  disaster  can  turn  a 
surplus  to  a  deficit  in  a  matter  of  weeks  or  months.  Even  the  most 
promising  harvest  can  be  lost  suddenly.  Given  the  lead  times  needed 
to  import  grain  from  the  U.S.  or  Europe,  the  maintenance  of  a  large 
food  Reserve  provides  an  element  of  food  security. 

The  second  basic  element  of  Bangladesh  food  policy  is  political  and 
relates  to  the  total  availability  of  food  in  the  country  and  the  way  in 
which  the  government  uses  the  ration  system.  An  overall  food  shortage 
could  represent  a  political  threat  to  the  present  government  as  it  has 
to  previous  governments.  Little  more  need  be  said  about  that  factor. 
But  the  Government  of  Bangladesh  needs  imported  food  for  another 
political  reason.  The  ration  system  through  which  this  food  is  dis- 
tributed is  designed  to  subsidize  the  food  supplies  of  the  most  politically 
significant  portions  of  the  population:  urban  residents,  the  military, 
civil  servants,  police,  students,  etc.  The  political  consequences  of  an 
interruption  or  reduction  of  subsidization  of  the  food  supplies  of  these 
elements  of  the  population  could  be  damaging  to  the  government. 

The  third  element  of  food  policy  relates  to  the  domestic  financial 
effects  of  imported  commodities.  The  government  sells  the  imported 
commodities  through  its  ration  shops.  In  197G,  these  sale-  generated 
40  percent  of  the  national  budget  of  Bangladesh.  The  proportion 
fluctuates  from  year  to  year,  but  the  significant  fact  is  that  donated 
or  concessional-financed  food  represents  a  major  source  of  revenue 
for  the  government.  This  element  may  be  less  significant  in  policy 
decisions  at  this  time  because  sales  of  government  food  are  much 
lower  than  normal.  In  some  areas,  so  much  food  is  available  that  open 
market  prices  are  below  ration  shop  prices.  Nevertheless,  in  the  overall 
policy-making  process,  these  revenue  considerations  are  very  im- 
portant. 


policy  decisions:  the  united  states 

U.S.  food  policy  decisions  were  influenced  by  the  same  uncertainties 
about  food  supplies  and  storage  conditions  which  affected  decisions 
of  the  Government  of  Bangladesh.  But,  more  significantly,  U.S. 
decisions  were  affected  by  the  bureaucratic  imperatives  of  the  system 
by  which  food  policy  decisions  were  made. 

Given  the  physical  conditions  in  Bangladesh,  U.S.  officials  re- 
sponsible for  decisions  concerning  P.L.  480  shipments  to  Bangladesh 
were  very  conscious  of  the  possibility  that  a  food  surplus  could 
become  a  food  deficit  in  a  very  short  time.  According  to  participants 
in  the  decisionmaking  process,  this  possibility  was  an  important  fac- 
tor in  decisions  made  before  the  harvests  were  completed  in  the  late 
fall  of  1975  and  spring  of  197G.  Many  of  these  same  official-  were 
criticized  when  U.S.  assistance  was  not  immediately  available  during 
a  recent  famine  in  Bangladesh.  They  did  not  wish  to  be  placed  in 
that  situation  again. 

Despite  the  uncertainties  of  forecasting  food  production  in  Bang- 
ladesh, U.S.  officials  were  receiving  regular  reports  about  conditions 
in  grain  storage  facilities.  As  noted  in  Table  I,  through  the  sprii 
the  critical  policy  decisions  were  being  made,  the  U.S.  had  information 
that  available  stocks  exceeded  effective  storage  capacity.  More 
significantly,  during  that  same  period,  reports  from  the  Mission's  own 
inspectors  indicated  that  infestation  and  spoilage  would  increase  as 
stocks  rose  and  sales  declined. 

On  April  28,  1976,  despite  the  overflowing  storage  facilities  and 
reports  of  infestation  and  spoilage,  the  U.S.  Embassy  in  Dacca 
recommended  that  the  United  States  ship  150,000  metric  tons  of 
wheat  and  50,000  metric  tons  of  rice  to  Bangladeshi  between  July 
and  September.  Washington  at  first  agreed  to  the  recommendations 
then  modified  the  decision  and  shipped  only  50,000  tons  of  rice. 

To  understand  why  the  United  States  decided  to  ship  additional 
grain  to  Bangladesh  at  a  time  when  storage  facilities  were  overflowing 
and  grain  already  spoiling,  food  policy  decisions  must  be  reviewed  in 
some  detail. 

Through  March  and  April  the  food  continued  to  flow  from  the 
United  States  and  other  donors.  Reports  of  spoilage  increased.  AlD's 
figures  indicate  that  stock  levels  exceeded  effective  storage  capacity 
and  another  bumper  rice  crop  was  on  the  way. 

On  April  28,  1976,  the  U.S.  Embassy  in  Dacca  cabled  its  recommen- 
dation that  the  United  States  send  Bangladesh  150,000  tons  of  wheat 
and  50,000  tons  of  rice  between  July  and  September.  On  April  30, 
the  USDA  issued  the  purchase  authorizations  for  the  commodity 
recommended  by  the  Embassy.  Later,  after  considerable  bureaucratic 
infighting,  the  shipment  of  150,000  tons  of  wheat  was  suspended  pend- 
ing further  review  of  the  food  situation. 

The  April  28  recommendation  to  provide  additional  P.L.  480  com- 
modities to  Bangladesh  is  both  highly  questionable  and  very  interest- 
ing. The  decision  is  questionable  because  the  l"i  ited  States  Embassy 
in  Dacca  recommended  and  Washington  agreed  to  provide  grain  to 
Bangladesh  despite  the  overflowing  storage  facilities  increased  spoil- 
age. The  decision  is  interesting  because  of  what  it  reveals  about  the 
dynamics  of  the  process  by  which  U.S.  food  policy  decisions  are  made. 
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The  Mission's  subsequent  actions  arc  the  best  evidence  that  the 
officials  responsible  for  making  the  April  28  decision  were  aware  that 
food  was  spoiling  in  the  grainaries  of  Bangladesh  and  that  shipping 
additional  U.S.  commodities  could  exacerbate  the  problem.  On  May 
17.  only  in  days  after  the  Mission  recommended  that  200,000  tons  of 
P.L.  4so  wheal  and  rice  he  sent  to  Bangladesh,  the  Mission  reversed 
it-elf  and  recommended  that  "no  procurement  action  be  taken  on 
PA's  (purchase  authorizations)  for  150,000  tons  of  wheat  and  50,000 
tons  of  rice  until  after  further  review  of  foodgrain  situation."  The 
conditions  in  storage  facilities  had  not  deteriorated  that  rapidly  in  19 
day-.  The  basic  facts  about  the  food  storage  and  supply  situation 
were  known  on  April  28,  yet  the  Embassy  recommended  the  shipment 
and  Washington  agreed. 

Participants  in  the  April  28  decision  indicate  that  there  was  sub- 
stantial disagreement  among  the  agencies  involved.  Basically,  the 
USDA  wanted  to  provide  the  grain  while  AID  did  not.  These  partici- 
pants indicate  that  USDA  was  under  pressure  to  move  P.L.  480  com- 
modities, particularly  rice.  AID  with  its  administrative  responsibilities 
was  under  conflicting  pressure  to  prevent  wastage  of  food.  USDA  won 
the  first  round.  AID  won  a  partial  victory  in  the  second.  The  rice  was 
shipped,  the  wheat  was  not. 

In  late  July,  shipments  of  P.L.  4S0  commodities  to  Bangladesh  were 
suspended  for  the  remainder  of  1976.  HowTever,  in  late  August  and  the 
first  week  of  September,  four  ships  carrying  60  thousand  tons  of  P.L. 
480  rice  arrived  at  Chittagong. 
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